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•EBBS COS® milTf'M PCS STICK HI som AM) ITS 

ma east 


xi s 



A. Have Chinese and Korean, losses t o date bean such that they 



TIis O hio ® so CossamistE Jiavs to dots to on able to support tfcalr 
military effort to Korea without seriously disrupting the Chines® ecsnccHy. 
Prices have teen bald relatively static and with few ©xoeptiesis supplies 
of essential consumers goods appear to have teen adequate to TO©t require* 
Bents,, Apparently, the CShiasa© Cosssusiete have teen able to finance the 
coot® of thsir Korean vonturo through tbs postponement of reconstruction 
expenditures and through m increase in revenues made possible by tbs 
favorable 1950 craps, t!i© enlarged tax bees, and sera® increas® in tax 
rates; Moreover, the troops dispatched to Korea were largely fordee in 
bslfig, and it is probable that the costs of mobilising, equipping, and 
tra ining replacements have not oe yet reached tbs necessary levels to 
replace military loes©B» 

In the base area of Manchuria there is evidence that industrial 
output has declined slightly and that the ©aplryiaent of large numbers of 
civilians in military supporting opexntima ha® reduced e^lryjssnt anil 
output in such, winter ocov.p at ion 3 a® liuabering, marketing, and bunting » 
This loss of output, however. Is net likely to have serious effects cei 
either the military effort or the local ectmcsny . 


B„ Would coutln^^Chl^ee*Sbrean oporat lan a In Korea cm the, present scale 
be likely to ' 

tn-tir nat-uuMwi wAW>it ;•»**»• 

Ui Cause a gicuiificaxtb drain o n Soviet resource s? 

Tho omblnaance of the Korean campaign would very likely crest© an 
increasing strain cm. the Chinese scenery « It is probable that with the 
eventual necessity for iargo^scaXe troops replacements military costs would 
rise ccnei&erably over prscent levels and that the continued, postponement 
of reconstruction ©xpoaditures would begin to die locate markets and 
production and to reduce the capacity of the Chines© Ccosaunists to Eobllis© 
resources a 

The extensim 
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The extension of ecti~o military operations Into the Manchurian 
frost ®f re© eeascaa of Kay through Septwsiber would have a serious effect 
csa faisa output la 1931 due to the withdrawal of agricultural labor npd 
drs.ft animals for military support activities. A reduction of agricultural 
output to the levels of 19 ? *-7 carl 1S^j8 «• year® of active civil war 
fighting in Manchuria would largely wipe out Manchuria ®e export surpluses 
and would, greatly reduce tho resources available to the Chinese Ccaasmlets 
la 1952, 

Despite these considerations, the Chinese Ccttaunists can probably 
maintain the present rats a? expenditure of military resources in Eorea 
for boe9 tisso at the sacrifice of domestic reoonet ruction and welfare. 

With substantial HiXitasy reserve forces in being which can b© concentrated 
and supported in the grain^urplus area of Manchuria and supplied with 
Soviet ssaterlel, it is unlikely in the short run that economic praesurea 
will substantially affect the military cape cities of the Chinese Ccsaamists. 


III. WHAT HAS BBSH THE EFFECT GF TEE KOHEAH GAHPAIGH TO CCMffiHlSf UiTSSl'IGl® 


A, General Ccgugid era ticg g^ 

It sosma evident from military preparations now underway in China 
that th® CessHmlets at this Juncture envisage at least continued military 
operations in Korea and possibly also expanded military action elsewhere 
in the Ifer East . 

The fossa that future military operations might assume can be analysed 
la terras of three possible developments s 


1. Continued CcssBaralet capacity for launching major offensives 
in Korea; 

2. Loss of capacity to launch major offensives in Korea but 
continued Ce^aznigt ability to oany on a war of attrition; 


3. Eeductim of Comunist strength to the point where ocaaplet© 
defeat in Korea becomes a distinct possibility. 


Xntonfcim© Assuming Corammist Capacity to Launch Major 


Offensives in Kbraa 


aunJOEv 


At the msmntg tbs Casaunlsts probably have the capacity to launch 
major offensives in Korea for the achievement of limited siilitaxy objectives . 
They probably believe, however, that their strength in Korea Idea lees in 
their prospects for direct military victories than In their capacity to 


absorb 
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abcorb greater losses than oca'. Id ‘bo endured by the UR command and to 
maintain a Long drawn out mz straining UR solidarity sad entooM. 

Tho Soviet Union would probably supply each additional materiel sb would 
■bo required for cn operation of this typo. 

It 1 b probable that Pei -a? Mug has given thought to offensive moves 
against Indochina , Taiwan, Hongkong, and possibly other places in the 
Far East as a means of diverting UR strength fresa the Korean fighting. 
However, Chines© ’CcnBunlet' intent isua with respect to other offensive 
moves in the Far East tt3.11, is say event, probably be detemlnfnd primarily 
in the light of factors other -than the needs of the CosBaanist military 
campaign in Korea. 

Military cperatioKs against IE? forces in Korea would net preclude 
Pe l“p°i 3 ^ 3 ? B simultaneous part i cipat ion in discussions perhaps self® 
initiated, of peaceful eottXeir&nt. The Chines® CeasBamist aim in such 
negotiatic&B would probably not bo the conclusion of a political settlement., 
but rather tho creation of as much discord among the U2? allies as possible. 


C„ 


mteatices Aesuaisg lens o: 


? Ccssmmist Capacity to Lau nch Offensive 


If Pei-p 8 ing-am Moscow felt that the Chinese Ckssaunlste vers no 
longer capable of launching further ma^or offensives in Eoraa it is than 
likely that they would, engage in a war of attrition in the hope that the 
elneivsness of a clear-cut victory over tho Chinese and Korean Cambist 
troops would sap tho morale of the UH troops and gradually improv® Corns uniat 
military fortunes in Korean while siisiltsneousXy the CoE®amista might, 
by other courses of action, bring about a change in the international 
conditions, especially those in the Far East, that now enable the IB to 
concentrate much of its fighting strength in Korea. 


Estimating that the north Korean troops would b© unable by themeolvea 

to deny the TO forces access to the Manchurian and Siberian borders and t6 

maintain CesEunlist governmental authority aa, Korean soil, CcsBualBt China, 

with Soviet approval, would probably tay to preserve an anasd force cf its 

own in being in Korea to this end, probably investing additional materiel 

and unofficial personnel seat to them by the TJBSE. The soviet Union, 

however, would probably not intervene openly. 

w * 

Cccm-airt motives for creating diversions elsewhere in the Far East, 
assuming their continued military ability to do bo, would be equally stabaag 
as in the situation outlined under B. 

D . Intentions As suming, gca m mi gt Eaoo pnitlm of the Possibility of Defeat 

In Kor ea " 

Realisation of the possibility of complete defeat in Korea would lead 
the Ckmsamiets to give greater weight to such factors as the limitations 
on the aval lability of essential heavy weapons, eissamltieaa, and equipment 
tram, out of the Soviet arsenal limitations imposed by other dsEtsnw? upon 
Soviet militazy production., loth the Chines© Ccmssunist and Soviet leader® 
would probably also realise the greater ultimate Importance of etrensthenlng 
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China 8 e military defenses nod general lcnger®rang 0 atrUdas- 
projects that now have to ccqpote with the Korean caarpaiga for 
whatever technical acsistcnco and materiel the UBSR ean make available 
to CcsasasaSst China. TMs losg-ivinee consideration cculd "be buttressed by 
a possibly graving sincioty in Pei «p "lag over the • Increased .efforts 
segulrea to assert and maintain effective control over the Chinese 
populace. 

The first react ion of the Ccsssunlets to a deterioration, of their 
military position in Korea slight he the broaching of new terns for a 
negotiated settlement; embodying perhaps seme significant caneeaelona 
to th® viewpoint of the SB allies camouflaged by face -fearing gestures. 

TMe ' more would ho closely acccnoanied by a withdrawal, as f onsed upon 
then, of the 'Chinese Gossunist troops to a series of- strongly defeasible 
positions within north Soros, Every attempt would be made by Bei»p # ing 
to jffialas the TSB sailiteiy advances costly and to stress its monopoly 
on a peaceful approach to the solution of the Korean problem. * The 
Soviet role during this period would probably bo restricted to a 
©csatlnulns provis5.©a of certain ’reapema, aMamition, and equiprenfc to 
th© C hine se C caagnal at forces and to the support of Pei»p: e ing s s peace 
moves in tho OT. A desperate Chinese CcEEi.m3.st resort to the launching . 
of major military operations elsewhere In the Far East would not be 
likely to occur, since it would Jeopardise the attains?®®* of the principal 
Chines© CaaEimist aim — the cessation of a costly conflict that threatened 
th© security of a vital area cf China and the attainment of a settlement 
In Korea cn as favorable terms to the Ccssauniets as possible 

E • What Aspegrtp _M j^^ggSgOB ^ 

Present Soviet intentions in Korea apparently look toward a ccB^Xete 
defeat of UW forces at a sisasimura and to involvement of the TO, and 
particularly the TB, in a long inconclusive military cp©3Jatl0n at a 
sainlsam. Moscow my already have accepted the possibility that the Chine ho 
C cemmigts will not hs able to expel the UB from Korea and -that a Xcag 
stale©! to may ensue,, In this' situation and at this stage, the USSR 
e®@as prepared to offer moral, diplomatic, and a certain amount of 
covert military support while avoiding direct intervention. 

If it beams clear that the CMnoee Ccrasimists faced defeat in Korea, 
Moscow, to achieve its original, objectives in the area end preserve both 
its own prestige and Sinc-Govlet solidarity, would probably Increase 
substantially its aid to the Chinese and. Korean CammiebB. This might ' 
involve the use of greater suabars of Soviet planes and pilots, increased^ 
33 £ 0 ®berB of technical personnel, and perhaps ’WonUidvs if necessary • At 
th© oams time, Moscow could be expected to support si5y participation cm 
Poi«p 1, iag’ , s part in discussion of '’peaceful” settlement. If these 
efforts proved insufficient the possibility camot be disregarded that the 
USSR would go to the extreme of waging an all cut, although perhaps still 
•^official,” military eaHaaign over Korea. 

F. ga oe nt 
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y. Bpesafc &SSSJ&SS 


Pai"P Q ir^ tee mads no e?cni?iwHfc definite »m>s to 0©tt3© tte Worsen 

proifclsn thiws& nsscti&ticw. sf.r.cs its oas&er^roposal to the 1W o# 

.Ta ymwT y IT. A psastingCt (Eiinsce CcEHcalst looter iisiioatsd at the Serie,- 
KpaQEOTod "VcsflA Pasco CcunciX" in Baet Berlin on Fafanaasj 22 ttet Ms 
oovwsBQarib would support In principle a 5^pow©r ©onferane© to dieci’SE a 
"aofo&lcn of tlie caemct in the 3tr ®ast# tut. tte ym&Al net 
gutec$^sssnt3y lnocspceate tMs proposal into ite fiml neealaitieoe. 
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